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Tho Role of GRR la Economic Intelligence 


I« Introduction — What Is Our Problem? 

The purpose of this paper is to set forth the nature and magnitude 
of the tasks which the Office of Research and Reports, Central Intelli- 
gence Agency, must perform to discharge its nm mission as set forth in 
RSCID 15* This directive calls upon the Central Intelligence Agency to 
coordinate foreign economic intelligence relating to the national security 
throughout the US Government aid to produce mob. eeonoraie intelligence as 
my be needed to supplement that 'which other agencies must produce in the 
discharge of their regular missions* This paper is concerned primarily 
with the producing rather than with tho coordinating responsibilities of 
OHFL 


Raring the first half of 1951, ORR was engaged in taking an inventory 
of its ignorance concerning the ©eoncray of the Soviet Elec* She main 
purpose of this inventory was to establish a basis for planning a program 
of basic research to which ORE should address itself® Such a program must 
spring from a dear conception of why the US Government needs foreign 
economic intelligence, what foreign economic intelligence is, *Aat role 
ORR should play in the total ©ooacraio intelligence effort, and how the 
peculiar character of the Soviet economy and of our information about it 
influences tho methods that w® use* Shis introduction is devoted to some 
comments on these four topics* 




Foreign economic intelligence serves at least five purposes In the 
design of policies to preserve our national security* These five purposes, 
which should be kept continuously to mind to planning our economic research 
program, are as follows* 

1* To estimate the magnitude of possible present or future military 
or other threats to ourselves and our allies. A potential enemy can under- 
take successfully only those military operations wMch its economy is capable 
of sustaining. In the very short run, its strength may be measured to terms 
of the manpower which it can mobilize and the stocks of finished weapons of 
war and military supplies which it has on hand. Increasingly in modem 
times, however, military potential for anything but the briefest campaigns 
has come to depend upon the total economic resources available to a nation, 
including those necessary to support the civilian economy as veil as those 
necessary to produce and operate the Instruments of war. 
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Equally Important is the design of that political policy -which will have 
the best chance of achieving our objectives without hostilities « Essential 
to the planning of such a policy is the most accurate estimate possible of 
the relative acoacodc strengths of both sides « There are equally grave 
dangers in a serious underestimate and in a serious overestimate of futures 
Soviet economic strength. Either will produce policies more likely to bring 
on war than will an accurate estimate. The evaluation of Soviet strength 
implicit in various of the proposals for US policy now being advanced in 
this country varies widely from great economic weaknesses to very consider- 
able economic power. A prime goal of authoritative economic Intelligence 
is to provide the information that will narrow the “guess area.' 1 

AH the studies that CKR produces should reflect an awareness 
of those objectives of ©cosmic intelligence. 


Briefly, economic intelligence is intelligence relating to the basic 
productive resources of an area or political unit, tho goals and objectives 
which those in control of the resources wish thorn to serve, and the way» in 
which and the effectiveness with which these resources are in fact allocated 
in the service of these various goals. There are a number of confusions as 
to the nature and limits of economic intelligence which call for clarification. 

1» In the first place, there is sometimes a -tendency to regard the 
whole of economic intelligence as encompassed in a mere inventory of avail- 
able resources of labor, raw materials, and inatrussents of production. This 
inventory is a necessary part but only a part of the total economic problem. 

An inventory of resources by itself without an tmdorotending of the goole 
which they are designed to serve or of the methods employed to alloaat© them 
in the service of those goals ©an toll us little about capabilities, vulner- 
abilities, or intentions. The Allied Powers have a total steal capacity 
which is more than four times as groat as that of the Soviet Bloc, but such 
a comparison is highly misleading. For the United States to achieve its 
minimum goals, even in a time of crisis like the present, steal must be 
allocated to many uses which the Soviets regard aa of low or negligible 

priority* 

Furthermore, a modem economy is characterised by a highly 
complex web of interconnections among its various parte. The capacities 
of the economy may b© limited lass by the over-all av«U.ability of resources 
than by e failure to keep aH the complex interrelations in balance. Thus 
tank production, for instance, may be limited not only by tee availability 
of steel from which to manufacture the tanks but also by the steel available 
to make the rails and tee freight cars necessary to cany steal from steel 
plants to tank plants, or, more remotely, by the steel required for the 
machinery necessary to. mine the coal to op ©vat® the railroads ® Thus 
economic intelligence must be as much concerned with tee goals which resources 
are to serve, and the ways in which they are related to each other, ae with 
tee physical inventory of the resources themselves. 
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2. Another problem relates to •where economic intelligence leaves 
off and political, military, and scientific Antciligence begin. Since the 
social orgcmisa Is a whole and these ways of dividing it are somewhat 
arbitrary analytic inventions, precise lines between the segments are 
impossible to draw# In very rough terms, scientific intelligence follows 
the progress abroad of new scientific ideas through the research and 
development phases. Wien these techniques and methods begin to be employed 
broadly in production, they become the province of economic intelligence. 
Military intelligence is concerned with the character and capacities of 
the military establishments of foreign countries end with foreign targets 
for our own military efforts. Where the character of the military establish- 
ment depends upon rates of production or whore the target of our military 
effort is the eeonoay of the potential enony, the lines between military and 
economic become blurred. She output of final, military equipment and the 
physical -targets on which our military forces must concentrate are clearly 
& prime concern of military intelligence. On the ether hand, economic 
analysis la required to portray the ccaples »®ras of economic support on 
which military production depends and to pursue the ©canonic chain 
reaction® which might result from the destruction of particular producing 
facilities. 


She overlapping between political and economic intelligence is 
even greater. On® of the best ways of stocking the goals which a collecti- 
vised state wishes its aeoaomy to serve ia to examine the institutional 
mchinary that it establishes to guide economic processes ® Thus certain 
of the institutions of government, although in a sense political phcmcaesaa, 
may have profound economic significance. On the other hand, economic condi- 
tions arc of course ah important determinant of the attitudes, loyalties, 
and composition of politically important groups. 2a these borderline areas, 
it is the purpose and object of investigation rather than the disciplines 
employed that determine whether Intelligence is properly to fee termed economic 
or political. 

3® A final point of importance which the analyst must keep in mirwl 
is that economic intelligence is not always the same Idling as economic 
information. Even the most basic economic intelligence should always bo 
produced in relation to the needs of sme intelligence consumer. The Central 
intelligence Agency is charged with producing foreign economic Intelligence 
relating to the national security, and the consumers of its product sr© 

■those US Geverament officials charged with guarding the national security. 

A vast amount of information — indeed, almost all information — about 
foreign economies may be relevant to national security problems, but it is 
not ecoacgale jjlteUMcnca until its relevance to those problems is mad© clear. 
It ia the function of intelligences not to pursue knowledge for its own sake 
but rather to throw light on the probable consequences of present or future 
action. Though the intelligence analyst is not a paLicy-saaksr, h© mat 
constantly ©trivo to keep ia mind the relevance of infomatioa to policy 
problems, which alone can transform information into intelligence. 
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Many US Goveraasnt agoneios are engaged in ill® production and 
collection of foreign economic intelligence « Therefor©, w cannot 
determine our program of research on the tests of th© foregoing statement 
of the purposes and nature of ©concede intelligence alone* Wo roast also 
consider h« our activities c m be made to reitiforco rather than to 
duplicate the great ©mount of ■work iMch others must carry on in the die-* 
charge of their own missions* Our recent survey of foreign ecoaosiic 
intelligence tteoughout the US Government- suggests a number of conclusions 
as to what the focus of our activities should be* 

1* First, our survey revealed that on® of the most urgent seeds 
of the Goveraaoat is for some central spot where all th© economic 
intelligence collected and produced throughout the Government can be brought 
together and focused on national security issues. In recognition of this 
need tho National Security Council has directed that the Central Intelligence 
Agency shell perform this coordinating function* Although this paper is 
directed at our production program, our plans far intelligence production 
■within GHR must take full account of these coordinating responsibilities 
which go along with our substantive effort* 

Zo A second conclusion of our survey has teen that the area most 
in need of substantial additional economic Intelligence effort la the 
Soviet Bloc. This is partly because the Iron Curtain has mad© access to 
Soviet ©eonomio Intelligence more difficult, partly because the Soviet 
economic potential is perhaps the most critical key to oar national security, 
and partly because, for a variety of reasons, the economic potential of 
other areas crucial for our national security, such as Western ©mop®, ha® 
been much more extensively studied • Use mature economies of Western Europe 
have long teen an object of study by both academic and governmental 
economists. Tho European Recovery Program has stimulated intensive analysis 
of tho characteristics , needs, and prospects of the Marshall Plan countries. 
Thus the economic research effort in man«hours directed at th© USSR and Its 
Satellites has teen vastly leas than that applied to Western Europe, although, 
because of th© Iron Curtain, the effort required to produce ©csaparable uixler*- 
standlng is many times greater* For these reasons, we have concluded that 
the principal effort of GHR in intelligence production must te focused for 
th® immediate future on th© economic problems of th© Soviet Bloc.* 

3. Wo began this research effort with an inventory of aw knowledge 
of the US® itself. This, of course, is only a part of th® problem. Th© 
economies of th© European Satellites, whose analysis was our second task. 


* The Soviet Bloc excludes Yugoslavia and Finland and includes the European 
Satellites (East Germany, East Austria, Poland, CsechoslovaMa, Rumania, 
Hungary, Bulgaria, and Albania) and the Eastern Satellites (CoEsmmist China 
and Gcmunist Korea) * 
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are likewise crucial to the Soviet economic potent laic Recent events 
have highlighted the importance of Chine to our estimates of Soviet 
strength and intentions. A final source of Soviet strength, which must 
he another object of our efforts, is the resources that the USER could 
draw upon either now or as a consequence of future developments outside 
the present boundaries of the Bloc. 

4» A final weakness of the intelligence effort as revealed fcy 
our inventory is that the demands which have been placed on the limited 
number of analysts working on the Soviet economy have been so frequent 
and insistent that analysts have had little or no time to do the basic 
research necessary to supply answers in a confident and authoritative 
form. If our effort is to be useful at all, it must be on a sufficient 
scale and of sufficient depth to provide a much firmer factual founda- 
tion for the estimating process than economic intelligence has been 
able to produce in the past. 


D - £SSS&3&M£SLSL 


There are a number of special characteristics of the Soviet eooncmiQ 
intelligence problem which shape in important ways the methods that can be 
used to study it. These are not, however, all characteristics which make 
the problem more difficult than that of other areas. We may consider first 
some of the things about the Soviet economy which simplify our problem «nd 
then look at some of the factors which make it difficult. 

1. Hie fact that the Soviet economy is centrally planned to achieve 
the goals of a small group of men acting collectively facilitates analysis 
eiormously. la the free economy of the United States the tastes and desires 
of 150 million different unpredictable people all have an influence on what 
in fact occurs. The behavior of major sectors of the economy is greatly 
affected by the individual plans of countless consumers, each with a 
different and somewhat unpredictable quantitative weight. In the USSl there 
is one Set of plans which dominates all others. Thus it is only by in- 
advertence that anything can occur which,, from the point of view of the 
master plan, is irrelevant or unimportant. This makes the second Job of 
economic intelligence described above — namely, the elucidation of the goals 
and objectives which those in control of resources wish them to serve — a 
great deal, easier. Almost anything that happens can give us some clue. 

2. A related point, true to seme extent of every economy but 
especially true of the Soviet, is that everything depends on everything 
else. The Interconnectedness of the economy and its subservience to the 
master plan mean that there are many different ways in which an economic 
fact can be ascertained . Steel production can be estimated directly from 
evidence as to the location and capacity of steel mills or indirectly from 
evidence of the manpower employed and of the iron or® or coal or alloy metals 
or other inputs available, fi-cm the total output of all the products mad,® 
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with steel, or from the capacities of transportation facilities serving 
the steel industry* The lack of direct evidence on sane of the things 
that we most want to know, as revealed in the results of our inventory 
of ignorance, emphasizes the very great importance of giving priority 
to the interrelations of the parts of the econcmy, Thus the third t as k 
of economic intelligence, to eaplain all the cceplex ways in which 
resources are in fact allocated to various uses, is peculiarly essential 
to building a consistent picture of the Soviet economy* 

3e A third fact that shapes cm methods is that technology and 
the laws of nature are no respecters of iron curtains® The Soviets do 
many things differently from th® way in which we do them, hut in maty 
other things they have no choice hut to follow the only industrial 
technique that exists , Thus th© electrolytic process which produces sodium 
hydroxide and chlorine inevitably produces them in the same ratio in the 
USSR as in the United States® Ve can learn many of the technical limita- 
tions on what they are able to do from a study of US industrial practices* 
But this must be done with care, a ins© we know that in seme eases the 
Soviets appear to bo incapable of applying cm* techniques even where they 
know about than, whereas in other eases they have devised superior methods 0 
Nevertheless, with appropriate caution, useful first approximations can be 
reached by th© comparative method* 

One implication of this for research plans is that there must 
be present in our work a much, heavier dose of technical and engineering 
thinking than is customary in economic studies* 


4>o A characteristic which has advantages and disadvantages is th at 
prices, markets, and money flows, the stock in trad© of isuch economic 
analysis, have l imi ted mooning in the USSR* We are spared the uncertainties 
of the capitalist business cycle, and monetary dislocations are of little 
significance® On the other hand, we are largely denied th© benefits of 
money as a common measure of otherwise incosmenaurabOLa activities. Most of 
our thinking must be not in terms of rubles' but of tons and bushels and 
bales, of numbers of machines of Innumerable different kinds, of car-miles 4 
kilowatts per hour, and th© like. To add all. these things up to an Index 
or capabilities, we must concoct our am caramon measuring rod, a task of 
no small complexity, * 


5" On the negative side is the obvious fast that information 
currently coming out of the Soviet Bloc ia very limited indeed o This does 
, however, as is sometimes concluded, that our knowledge is 

inevitably correspondingly limited. Radical economic changes do not. occur 
overnight even in the USSR, and information on earlier periods is a good 
deal, more abundant. Piecing this together with what wo are getting now, 
exorcising acme ingenuity in making inferences from the know about “’th® 
unknown (through the interrelations of the economy), and directing the 
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collection of crucial missing pieces of Information through the channels 
available to xm 9 It is possible to put together a surprisingly reliable 
picture. What the scarcity of current infomation means is not that 
wj ar© condemned to ignorance about the Soviet economy but rather that 
to fiat out what we need to know takes a great many more hours of pain* 
staking research, of Imagimti V© interpretation, and of fitting and 
adjusting than would be necessary in the study of an open economy. The 
documentation of this conclusion is to be found in the estimates of 
research time required which were compiled by the various divisions 
during the course of the inventory. 

6. A final characteristic of the Soviet problem is that because 
of the costs and difficulties of collecting information, much mors time 
and thought must be devoted to determining what pieces of additional 
information would be most revealing if wo could secure the®.. This 
point should not bo overemphasised. As the inventory discloses, the 
information required to give the answers that we need about a good maty 
subjects Is believed to bo largely available in Washington. In those 
case®, what is needed is principally much b sore intensive mining of a 
rather low~gra&® ora. In otter cases, however, field collection appears 
to be the only way of filling in certain critical gaps. In studying 
an open econaay on© would normally ask for much mono* Information than 
one ©spec ted to us© and then sort out the useful parte when it cam®. 

When tbs cost of Information in money and lives ie high, however, meh 
more careful consideration must b© given ‘to which pieces of information 
are the vital ones. On© of the principal responsibilities of ORE is to 
give this kind of guidance to the information oolleoting agencies. 

The considerations set forth in this introduction do not determine 
the details of our research program or of our method of tackling it, but they 
do provide a framework of ideas within which the research program may be 
carried forward. Tho next task is to spell oat method and content somewhat 
more precisely. 

II o General Methods How Shall Wo Go about It? 


The control question of hew v© should allocate our time has already 
boon referred to. The problems to whose solution we are asked to contribute 
are very urgent. Events will not wait for the orderly, patient, exhaustive 
research which alone can give satisfactory answers to these problems. If 
we were to devote ourselves exclusively to amassing all the facts we need, 
we would have to tall harried policy-patera that wo would bo glad to advise 
them — beginning in about 2 years. Me neither should nor can stay in an 
ivory tower that long. Even if it were possible to devote ourselves 
exclusively to exhaustive and encyclopedic studies for the next 24. months, 
it is highly likely that at tte end of that period many of the problems 
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that w© would lbs asked to help with would have changed so that our results 
would no longer be particularly applicable* 

On the other hand* If m succumb completely to the very real pressure 
upon us to answer all. current requests for prompt iafoxmation, m %dl 1 never 
have any Inf Croatian better than the slim f regents that we can now supply* 
Thus our dilemma is, in a sosis©, whether to b® encyclopedic and Irrelevant 
or operational and incompetent* 

Clearly the only tolerable solution is a cserpruedsa between thee® 
two extremes * We must try to answer the most inportant of the problems put 
to ms from day to day as quickly and as competently as possible* But wa 
must receive a major part of our energies for improving the foundation of 
knowledge from tjbtieh better quick answers can be given® 

The necessity for this compromise has two further implications » 
lhe first is that it is possible to pursue this twofold objective only if 
ve have a certain minimum ©f research resources substantially larger than 
that which the US Government has allocated to these problems in the paste 
This minimum wo are on the way to assembling# 

The other implication of our eofflprca&s© is that sine® m cannot hop© 
to have enough resources fully to exploit all the available information about 
the USSR, wo must be very euro that wo use our scare© research resources to 
fill in those areas of our ignorance which asst seriously limit our estimating 
ability,, Wo must concentrate our scared manpower on finding out those things 
that the US Government needs to know most* The Identification of those 
priority areas is one of the most pussaliag problems facing intelligence* 


I* The most seductive answer to this question is contain*! In what 
wo way call the "bottleneck fallacy*" Sine© economic warfare, cold or hot, 
was first thought of, economists have sought for the bottleneck,, the single 
critical item, the key facility without which the en®sy is e military economy 
would collapse, Hie history of the search for such bottlenecks is a record 
of failure, confirming the economists faith that, given a little time, 
resource© ere highly substitutable for on® another. This does not mean that 
economic warfare Is bound to be ineffective. On the contrary, the very fact 
that resources are interchangeable moans that to deny an enemy any resource 
1 s to weaken directly or indirectly his military potential* This is parti- 
cularly tru© in an eeoncssy *hieb, like the Soviet, has for years been directed 
toward a single set of goals. Any economic activity recognised by the Kremlin 
as not essential to these goals would have been abandoned long since. Thus 
wherever w© make on economic attack upon the USSR, it is likely to tart, Bat 
it is a delusion to expect that a limited attack upon a email segment of the 
Soviet economy will cripple Soviet strength* It is cot the capacity of & 
particular facility or the availability of a particular commodity which 
ultimately limits the capabilities of the Soviets so much as their total 
resources and thsi'r ability to organise them effectively* 
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This does not mean that all things are equally important® Th© 
selection of the more critical commodities and industries is os© way of 
cutting the problem down to sis©* But when on© has don© all the pruning 
possible, the umber of critical sectors of the economy remains too groat 
to tackle them all exhaustively at once® 

2o A second method of determining priorities for research ia to 
see what basic research would be most relevant to the problems -to which we 
are being asked to give current answers now* The dangers ia this problem** 
approach to priorities are obvious* It leads one always to concentrate 
one 5 e research on yesterdays rather than on tomorrow® s problems® Basic 
research, by definition, 'takes time® 2ho problems which may be urgent 
when the basic research that wo start today is finished cannot be clearly 
foreseen and are almost certain to be different free those which are 
plaguing us now* 

Furthermore, any attempt to list ©von the most urgent of the 
problems facing ns at the moment reveals how many there are and how much 
of the total world ©concede picture is relevant to their solution® Is 
part of our study of foreign economic intelligence for the National Security 
Council, the Central Intelligence Agency attempted to outline the require- 
ments for such intelligence in terns of current problems® A very incomplete 
sample yielded a list of 42 top priority problems, seme of them as broad as 
the total military potential of the USSR,* 


Again, we cannot wholly discard this criterion® W© must try to 
foresee tomorrow® s problems and guide our research accordingly® There are 
acme aspects of the Soviet economy which wo can take the risk of neglecting® 
But we must do a broad enough job to hedge ourselves ccjaewhat against the 
errors in our own forecasting* 

3® A third possibility is to take some aspect of the study of each 
commodity and concentrate on that aspect alone for all commodities across 
tho board. Thus on© could take some section of the Outline for a Basic 
Commodity Study used in th© preparation of the inventory and fill in that 
section for every item first, leaving other sections until later® Gno could 
devote the entire energies of ORR 'to th© study of requirements, for example, 
or to techniques and methods of production, or to tho organisation and plana 
for each industry, or to levels of output, or to seme other aspect® 

This principle of selection is almost certain to be unsatisf aotosy 
by itself, since th© answers to most of tho questions which policy-makers are 
going to ask involve putting together all of th© parts of a basic study to got 
at the conclusion® Thus an estimate of capabilities requires an estimate of 

* "Foreign Economic Intelligence Requirements Relating to the National 
Security, 8 Appendix B to Memorandum for -the Intelligence Advisory Committee 
frm the Director of Central Intelligence, dated 31 May 1951* 
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3® The. third stage of our Method of Successive Approximations is 
to concentrate our most earnest efforts for a brief period on the Important 
parte of our problem which we know least about® This does not mean that we 
seek authoritative or final answers in these areas of ignorance but merely 
that we focus on them until our knowledge Is brought up to a level equal to 
or somewhat better than our knowledge of the other parts of the picture® 

4» When wa have been working in this manner cm weak spots for a 
period of 2 or 3 or 4 months* we must stand off and take another lock at 
where we are then in relation to the total outline* The weak spots may 
still he weaker than anything else* or we may have gone far enough with 
them so that* although we still do not knew much about them* they will be 
in batter shape than what formerly was our best evidence* If our second 
over-all look reveals this to be the case* we must tackle whatever other 
sectors of our problem are now the weakest* not again with the notion that 
we are going to find out everything about them* but only that we are going 
to work on then until our ignorance of seme other matter requires more 
pressing attention* In this business, knowing a little about a great many 
things is likely to be more helpful than knowing everything about a very 
few things and nothing about others* Bach substantial drive to cover an 
area of ignorance must be intensive enough and substantial enough to permit 
us to make real progress toward solutions and not merely to held our own. 

On the other hand* it must not be pursued with such perfectionist Beal that 
we neglect other areas in which our ignorance may be only slightly less 
serious* 


5» In summary* the Method of Successive Approximations involves 
a repeated cycle of review and examination* planning* and several months® 
production followed by another review in the light both of progress ana of 
changes in the character of the problems to be solved* We have devoted a 
good deal of time recently to the review and planning phases wnd are now 
launched upon a production program* Sometime in the fall * another cycle 
of review and reexamination of plans will be called for* 

D ° I^as^in..apjDlyjSag„thQ. mgtfecfl * 

In attempting to apply the Method of Successive Approximations, 
certain common problems and difficulties arise which are worth a brief consent 

1* A particularly bothersome problem is that the things which we 
know least about* and thus the things which it is most important to study* 
are likely to be the things on which we have least information® In general* 
we know more about rates of production of important commodities and products 
in the Soviet Onion than we do about patterns of distribution of those 
products® This Is partly because much more evidence is available on rates 
of production® The temptation is to study the material that we have an d 
draw such generalisations from it as it seems to contain c 
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cirnnot ?f getting answers to our vital problems, however, we 

the available evidence to dictate the nature of our inquiry 
w+f ^T l9t9l7 % , f ral v *** 9 spent searching for every possible way to 
button down an illusive fact by ingenious reasoning frees other related 

°° ,Aat ita magnitude could possibly be frees 
other parte of the sconce, or by laying on collection 
requirements maybe worth many times the same amount of time devoted to 

**1^ J 0 ™* aad Presenting all the facts that may happen to 
be in a given body of documents . 

- , .. Both methods oust be employed, tfotil we have systematically 

Pfterial, we do not know what can begot out Sit, 

it JSt '2 t 2?trS?jS 1 * WaS “f* 2 esigned t° answer our questions, and 
it must be made to be the servant of our investigation and not its mater, 

•m™**! 4 Irritating feature of the Method of Successive Approxima- 

titnL SJJJLJ* 5 a L WQl1 4mrolve us in going over the same material severaa 
times in search of the answers to a series of different questions. This 

*2^+ i8 < S^f tUnat f and can ** avoided to some extent by investing 
ITL*™ ia n^iracting, either by ORR analysts themself 

the^LSri^jSii 8 ^^ 10 ° C 5* IS * howwer » oaamia® exhaustively all 
fSUJ^T^ 1 **!?l ab 2? t0 ue f °r every implication that it contains the 
rT 1 * 7 11 % !!f w111 not c <®Pieie <n*r investigation for many- 
X J ls unfortunate that research by the Method of Successive 

.i, 4 ? VOl If 1 som ® waste 8354 eome repetition, but it is bettor 
than being able to produce no answers until 1954 0 

is to foli« wL”? t T 1 i ia8tlaot °l the researcher who has plenty of tim-r 

ItrtlZ S i°^ Cal prf f! S L of tryla S to build up a picture of a 
whole sector of the econcoy by first getting an idea of each of its smaller 

uaapouent parts, Thus tbs logical say to osthaats the Value of rssouroas 
us^ln ^isal production is to find out uhat rssourcIf^s is^Ttts 
wwi w w ? aCh v f *?? mw different kinds of chemioals. Again this 
0l u S8 br M? ing ® ach Particular chemical into the quantities 
aMmrfn/«i eac h specific plant. This suggests that the first ^Itep in 
answering the over-ell question is to try to identify all the nhvsieal 
producing facilities and their capacities and rates of operation* In maixv 

S°ahort 0 e^r^Lb ir8 %?+w 3X ^ ti °L t0 *&*•&** figure can be achieved 
Qjr short cuts which avoid the necessity of knowing what in detail it is made 


.. . Jus °n© oaa 9tart » f °r example, with total resources engaged in 
^emical production in the United States, or in the war economy «f tad 

?* ® Proportion of total resources* On© can then consider knovra, 
respects in which the proportion in the USSR must deviate from these examnle* 

Such aatiS* ^ h ® Uss ^ every household does not have its DDT spray? 

of ^ ol « befor ® you know the parts usually have wide 

P ” U “ S "* P” 801 - 1 *' «• trvtnm, 
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ear work, but their relative importance varies widely free, branch to 
branch. 

m 

Finally , in planning cror work is sash a way as to limit the areas 
of ignorance described below we must make full allowance for the research 
and production plana of other agencies* Since %/hat follows has not been 
discussed outside the Central Intelligence Agency* cur plane win pre- 
sumably b© modified somewhat as a result of discussions in the Eecmcmi© 
Intelligence Committee as to the plans for intelligence production 
throughout tlio Govei*nment* 

In most sectors of the economy we appear to know a good deal saore 
about tee resources and facilities of tee Soviet Union than ue do about 
what the Soviets are trying to do with these resources and facilities* 
Broadly rspeaking* we believe teat they ar e trying to devote them to the 
increase of teoir military strength, but we cannot go far beyond this 
master generalisation into what products and 'uses are regarded as most 
important* what will be given priority in the event of a shortfall* and 
why, and what goals and objectives will shape the future development of 
their economic program* 

Me have, of course, a separate branch whose function it is to study 
economic organisations and programs as such, but the effort needed in this 
field is much brooder than a stogie branch can make sad much mare intimately 
tied In with the problems of each of the other branches than mi ght at first 
appear o 

Superficially tee problem of how we go about tee study of goals 
and plans is a difficult one. The USSR has published 5~year plane in the 
past, but there is considerable doubt as to whether it will continue to 
do this in the future. In any case, these plans have contained only tee 
broadest sort of production targets, with no analysis of tee reasons for 
team or of their relative priority. In this case, as in many others* 
however, we can learn much more by Indirection and inference than at first 
appears. 


.In tee first place, the plana themselves have many implications 
which need further study. Goals for a series of interconnected o ccin odttiaa 
such as coal, steel, railroad equipment, etc., can be studied to see how 
tee pieces fit together and what they imply as to tee desired pattern of 
use of resources. 


In tee second place, we can learn a great deal about the pi ,&ns and 
goals of the Soviets from tee structure of the organization set up to achieve 
teed . The ministries established, the breakdown of functions within those 
ministries, the distribution of authority between Moscow and regional 
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hisadquartera, the kinds of people appointed to handle the various jobs 
thus defined, can all give ns much Information about what the USSR is 
trying to do* 

Finally * as already pointed out, ue are helped in this investigation 
by the fact that everything that happens In the USSR is intended to contribute 
to the central design* The study of all kinds of events can thus give us 
hints which can be pieced together into a picture of what the authorities 
are trying to do with available resources. Information on diversions of 
material from one use to another, priorities on transportation, narked trends 
in the production of particular commodities, exhortations to workers in 
particular areas, and literally thousands of other things of which news 
reaches us give us clues in putting together the pattern of Soviet economic 
plane. 


The pattern will not emerge automatically, however, from a passive 
examination of the material 0 VI# must seek the answers systematically by 
Initiating special projects on Soviet organization, on Soviet plans, and 
on Soviet goals as revealed in events. This is one field In which many 
of our branches need to concentrate a larger part of their efforts for the 
time being than they have done in the past. 


33ig need for more m&m&lSt 
M rarefied ip economic events. 


A* • v 


' at SssM. military taWtoff 


A related but different weeklies s is the lack of adequate attention 
in the past to economic indicators of the military intentions of the USSR. 

We have been talking above of the general economic goals of the Politburo 
and the elucidation of what the Soviet* are trying to do with their total 
resources o We can look at the same problem from the other end, e xa mi ne all 
of the alternative courses of military action open to them, and then try 
to see what observable economic events would take place differently today 
if they wore planning one course of action rather than another in the future o 
The evidence to be examined in answering thie question will. In most cases, 
be the same evidence that we have been examining to estimate capabilities. 
What we need is to establish same machinery for periodically focu sing our 
minds on the evidence looked at from this point of view. A continuing office 
project designed to do this is being planned. 


Do AW ***** for mi& g-taftg sf the relations among industr y 

Partly because Cl® is organised largely by industries, cennodltAes, 
and services, there is a tendency f or ue to concentrate too heavily on 
techniques, facilities, and rates of output in the separate sectors of the 
economy and to pay too little attention to the way in which they are related 
to each other. This shows up in our inventory in the great relative weakness 
of those parte of the papers which call for information on the demands of one 
industry for the products of other industries or sectors (input requirements) 
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sM these sections devoted to the pattern of distribution of an Industrie 
output among other industries or final consumers® 


___ This weakness Is particularly serious because it is not unique to 
OM but is common throughout the Intelligence ecemasnity® Other agencies 
likewise are focusing their attention on individual facilities and their 
productive capacity,, As suggested earlier* however, the capabilities and 
especially the vulnerabilities of the Soviet economy probably depend mtih 
more on the efficiency of the connections between its parts than on the 
resources available in any one sector® 

<» i Judgments of this section, this is an estimate 

of relative and not of absolute weakness « Seme notion of how much of a 
commodity is produced is clearly & prerequisite to an estimate of where 
that production goes, though in actual analysis it is frequently possible 
to reverse the logic and estimate rates of production fix® what uo know 
must b© the distribution® Thus it may be very useful to try to estimate 
the consumption of electric power in the chemicals industry before we 
have firm evidence on either the total production of electric power, plant 
cy plant, or the total production of each of the many special 0 f 

entities ! b v ^lootrlc powox* In 'tSsojlx* 


pier© are many ways of getting at an estimate of this kind Indirect ly c 
One can take parallel experience in a number of other countries, noting the 

SS ela ^° n of f>ig,ire wi * fe other quantities that can be observed in the 
uSoHo One may have infomation about the general geographic location of 

***« C ^ Gt T °f power 6115 serving these areas® Margin® 
of ®ff? r this kind of calculation are usually very hi^* but it may be 

Ki « °f or ? eP I of ffia ^ dtud ® “ te*»g our ignorance about 

these factors below the level of our Ignorance on other matters 0 

There are various ways In which our efforts on interindustry relations 
can bo intensified® In the first place* in basic studies on particular 
industries* commodities* and services* more attention can be paid to estimating 
Input requirements and the distribution of output® This* howamsr* Is not ^ 
nicely to b© enough,, The evidence on these interindustry problems* from their 

IS m ^t 9 n b Jw^ ass f ll3 i ed ** <OTtolae both ends of the Infcertahistsy 
pipe® ibis means that the aluminum consumption of the aircraft industry is 

To P i!fflrS fw both BraBdl ^ Honferrcua Metals Branch® 

To insure that a spotlight is turned on soma of the more important of these 
interindustry problems* it is proposed that a number of Joint projects be 
set up to make estimates of this kind® P u °® 


, , , number of sectors of the economy involved in such an Inters 

iate8t^8tod7 expands* it becomes the concern of most of 0KB ® I/e have 
initiated one project, the study of the pattern of utilisation of enerev 
in the TOSH, vhich reqnirS contributiona 
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fQXLmomat udyjaf the 
operations. 




On* isweniosry reveals that we are almost totally ignorant as to 
the burden placed upon the economy by specific military operations of various 
MndSo In a sense, this is a special instance of the general point Just 
** S fu SSQ< ** Hil ltazy operations can be conceived of as a consuming sector 
of^the economy* Th® relations between military consumption and the industries 
and services which supply it can be regarded as one of the most important 
cases or interindustry relations* Here what we need to know goes beyond the 
actual distribution of products and servioes to military use at the present 
time and encompasses a study of what that distribution would be uoler 
various alternative assunptions aa to the nature of possible future military 
operations. This clearly is a kind of study in which the military Intelli- 
gence services must play a major role* 

Wo ®kould look to A~2, G-2, and 0H1 for estimates of the volume of 
militaiy end items required for and consumed in probable operations of 
various kinds* The burden which these rates of consumption of men* muni- 

S* SU P pl J 0 ! plaC0 u P° a th0 P»Aioing facilities turning out 
theflnal military product is a problem which the military intelligence 
services and ourselves will have to work out Jointly* 

. . A® w newe farther up the chain of production, going from tanks to 

trm Pla ?®f to instruffl9ata tubes/ from bombs to 

™ to amtaMia, we move into areas where the responsibility rests squarely 
upm us* Thus in the field of interindustry relations generally, special^ 
in^ortance attaches to the relations between industries whiohdirectly or 
Indirectly serve a military effort* Our role in the analysis of weapons and 
sjamunition should focus especially heavily on what it takes to mkethese. 
things and thus on the implication for the rest of the economy of whatever 
levels of military output the defense agencies estimate are needed for various 
types of military operations. * 

n« ^ i3CUS8ed detail in the reports of the separate division* a 

as . 1 in * efat 1x3 f^posed, our principal gaps in CPU are in those 
b 7“ ao an ? 7ats available to work cm the problm. Several 
MKiSf ^tatanding* For example, we have no satisfactory analyse* 

*?, “J Centeal Intelligence Agency of the general field of construction of 

*5L5“ 8 ln ^ SSRo 51x18 i 0 important for many reasons* Construction 
absorbs a veiy large volume of resources, places a heavy burden on the 

tioS? > «? t tii < v<S Stem * ®?? iS “ imporfcant requirement for military installa- 
tions of all kinds as well as a prerequisite for industrial expansion* 
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Another outstanding weakness is in the eonomnic atlons field 0 The 
technical side of this problem is well-covered by OSI and other agencies, 

"but the relations between ccuaunnlcations and all other industries are almost 
untouched* This includes an analysis of the requirements laid ^ip « n the 
ecOTHunications network of the Soviet Bloc by the needs of the Bloc’s eeoncmie 
system, as well as of the volume and character of Soviet resources required 
to sustain and expand that network* 

Another broad field of serious relative weakness is the analysis of 
the industries producing mil itary equipment, including ships, aircraft, 
tallies, ordnance, and ammunition. As already mentioned, seme aspects of these 
Industries are covered ly the military intelligence services. But the burdens 
that they place on the rest of the economy , and , on the other side, the Malta* 
iioms which the rest of “fee economy imposes on capabilities in these fields, 
their vulnerabilities to the interruption of the supplies that they need, and 
the indications of intentions that we can derive from their peculiar require* 
meats are all matters on which we must put more emphasis. 

Many of our estimates of Soviet capabilities and vulnerabilities are 
based upon the assumption that the Soviets are using methods similar to ours, 
Xn cocnputing isxput requirements for a given output* wq cruet frequently fall 
back on US experience. Jet we know that this is in many instances grossly mis- 
ieaaingo tap example, the IK coal miner produces on the average about four 
times as much coal per day as his European counterpart a Xn other respects, 
Soviet techniques may well be ahead of curs. Unless we can set limi ts to 
the possible range of technical methods that the Soviets may be using, our 
estimates will be subject to wide margins of error. 

This information is not easy to get. We know or can learn a good 
deal about prewar methods, both from the literature and from the people who 
participated in the design of their industrial econo ay. We can, of course, 
find out ihat went to the USSR under Lend-Lease, For more recent information 
we must depend cm the visual observations of defectors, prisoners of war, 
occasional travelers, and the like; on items in the Soviet press, radio, and 
technical publications! on inferences from That we can learn about inputs 
for given outputs, etc. We must have more studies on Soviet industrial 
techniques. 


H, 





* broad sense this can be described as the need for more attention 
to trade. We have examined in our recent work on the European Satellites ucraa 
or the ways in Thick they are dependent upon the USSR and the USSR in turn is 
dependent upon them, A m»1or gap revealed in this project, however, was the 
absence of even approximate information on the composition and volume of 
intra-Bloc trade. Studies on China have revealed a similar weakness In our 
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knowledge of what China is getting trcm and giving to the USSR- 


Of equal importance is the development of more information on the 
intorSependonce of major areas within the USSR itself „ To what extent 
does the Soviet Par East depend for' its aconanic potential upon Its 
smrewhat tenuous connections with the rest of the Soviet Union? How s elf - 
sufficient is the Urals industrial corjplex? What are the economic relatione 
between the Caucasus and other Soviet areas? Thee® questions are Important 
to the analysis of the capabilities of transport, power- and caanuaication 
nets* of vulnerabilities of many kinds* and, to acme extent, of intentions- 

X * number t>«>bl<p - 


Almost eny investigation of a major sector of the Soviet economy 
leads one back to the problem of how to add up incoram ©nsurablea » Suppose 
we can estimate the output of various kinds of machine tools- How are we 
changes in the total economic effort that goes into mnoMy** tool 
production as the composition of output changes? It is common knowledge 

Upon ,ff? ds trad0<i * th ® USSR with the Satellites are 
sharply distorted for political reasons- What then la the over-all volume 
of trad® between the USSR and Hungary in each direction? How does the 
pi-opor^tioxx of Soviet resources being devoted to expansion of productive 
facilities compare with that, say, in Western Europe? One is stopped on 
the problem* of how to measure roaourcea devoted to such ©2paMixm 0 

/wJSlLi 8 V2? blea on vhleh a BOOA deal of work has been done outside 

& .'Sfsz’sit'S 

S™r,X£r can ^ — to ™ &&& 
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